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as to the facts, then the amount ac-
cepted in compromise of such cases 
should fairly reflect the probabilities 
of successful prosecution to judgment, 
with due regard given to the avail-
ability of witnesses and other evi-
dentiary support for VA’s claim. In de-
termining the risks involved in litiga-
tion, VA will consider the probable 
amount of court costs and attorney 
fees pursuant to the Equal Access to 
Justice Act, 28 U.S.C. 2412, that may be 
imposed against the Government if it 
is unsuccessful in litigation. 

(e) VA may compromise a debt if the 
cost of collecting the debt does not jus-
tify the enforced collection of the full 
amount. The amount accepted in com-
promise in such cases may reflect an 
appropriate discount for the adminis-
trative and litigative costs of collec-
tion, with consideration given to the 
time it will take to effect collection. 
Collection costs may be a substantial 
factor in the settlement of small debts. 
In determining whether the cost of col-
lecting justifies enforced collection of 
the full amount, VA will consider 
whether continued collection of the 
debt, regardless of cost, is necessary to 
further an enforcement principle. 

(f) VA generally will not accept com-
promises payable in installments. If, 
however, payment of a compromise in 
installments is necessary, VA will ob-
tain a legally enforceable written 
agreement providing that, in the event 
of default, the full original principal 
balance of the debt prior to com-
promise, less sums paid thereon, is re-
instated. Whenever possible, VA will 
also obtain security for repayment. 

(g) To assess the merits of a com-
promise offer based in whole or in part 
on the debtor’s inability to pay the full 
amount of a debt within a reasonable 
time, VA will obtain a current finan-
cial statement from the debtor showing 
the debtor’s assets, liabilities, income, 
and expenses. Agencies also may obtain 
credit reports or other financial infor-
mation to assess compromise offers. 

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501, 3720) 

[69 FR 62198, Oct. 25, 2004] 

§ 1.932 Enforcement policy. 
VA may compromise statutory pen-

alties, forfeitures, or claims estab-

lished as an aid to enforcement and to 
compel compliance, if VA’s enforce-
ment policy in terms of deterrence and 
securing compliance, present and fu-
ture, will be adequately served by VA’s 
acceptance of the sum to be agreed 
upon. 

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501, 3720) 

[69 FR 62198, Oct. 25, 2004] 

§ 1.933 Joint and several liability. 

(a) When two or more debtors are 
jointly and severally liable, VA will 
pursue collection activity against all 
debtors, as appropriate. VA will not at-
tempt to allocate the burden of pay-
ment between the debtors but should 
proceed to liquidate the indebtedness 
as quickly as possible. 

(b) VA will ensure that a compromise 
agreement with one debtor does not re-
lease VA’s claim against the remaining 
debtors. The amount of a compromise 
with one debtor shall not be considered 
a precedent or binding in determining 
the amount that will be required from 
other debtors jointly and severally lia-
ble on the claim. 

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501, 3720) 

[69 FR 62198, Oct. 25, 2004] 

§ 1.934 Further review of compromise 
offers. 

If VA is uncertain whether to accept 
a firm, written, substantive com-
promise offer on a debt that is within 
its delegated compromise authority, it 
may refer the offer to VA General 
Counsel or Regional Counsel or to the 
Civil Division or other appropriate di-
vision in the Department of Justice 
(DOJ), using a Claims Collection Liti-
gation Report (CCLR) accompanied by 
supporting data and particulars con-
cerning the debt. DOJ may act upon 
such an offer or return it to the agency 
with instructions or advice. 

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501, 3720) 

[69 FR 62198, Oct. 25, 2004] 

§ 1.935 Consideration of tax con-
sequences to the Government. 

In negotiating a compromise, VA will 
consider the tax consequences to the 
Government. In particular, VA will 
consider requiring a waiver of tax-loss- 

VerDate Mar<15>2010 11:03 Jul 25, 2013 Jkt 229144 PO 00000 Frm 00128 Fmt 8010 Sfmt 8010 Y:\SGML\229144.XXX 229144eh
ie

rs
 o

n 
D

S
K

2V
P

T
V

N
1P

R
O

D
 w

ith
 C

F
R



119 

Department of Veterans Affairs § 1.941 

carry-forward and tax-loss-carry-back 
rights of the debtor. 

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501, 3720) 

[69 FR 62198, Oct. 25, 2004] 

§ 1.936 Mutual releases of the debtor 
and VA. 

In all appropriate instances, a com-
promise that is accepted by VA shall be 
implemented by means of a mutual re-
lease, in which the debtor is released 
from further non-tax liability on the 
compromised debt in consideration of 
payment in full of the compromise 
amount, and VA and its officials, past 
and present, are released and dis-
charged from any and all claims and 
causes of action that the debtor may 
have arising from the same trans-
action. In the event a mutual release is 
not executed when a debt is com-
promised, unless prohibited by law, the 
debtor is still deemed to have waived 
any and all claims and causes of action 
against VA and its officials related to 
the transaction giving rise to the com-
promised debt. 

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501, 3720) 

[69 FR 62198, Oct. 25, 2004] 

STANDARDS FOR SUSPENDING OR 
TERMINATING COLLECTION ACTION 

AUTHORITY: Sections 1.900 through 1.953 are 
issued under the authority of 31 U.S.C. 3711 
through 3720E; 38 U.S.C. 501, and as noted in 
specific sections. 

SOURCE: 32 FR 2615, Feb. 8, 1967, unless oth-
erwise noted. 

§ 1.940 Scope and application. 

Except as otherwise provided in 
§ 1.945: 

(a) The standards set forth in §§ 1.940 
through 1.944 apply to the suspension 
or termination of collection activity 
pursuant to 31 U.S.C. 3711 on debts that 
do not exceed $100,000, or such other 
amount as the Attorney General may 
direct, exclusive of interest, penalties, 
and administrative costs, after deduct-
ing the amount of partial payments or 
collections, if any. Prior to referring a 
debt to the Department of Justice 
(DOJ) for litigation, VA may suspend 
or terminate collection under this part 
with respect to the debt. 

(b) If, after deducting the amount of 
any partial payments or collections, 
the principal amount of a debt exceeds 
$100,000, or such other amount as the 
Attorney General may direct, exclusive 
of interest, penalties, and administra-
tive costs, the authority to suspend or 
terminate rests solely with DOJ. If VA 
believes that suspension or termi-
nation of any debt in excess of $100,000 
may be appropriate, it shall refer the 
debt to the Civil Division or other ap-
propriate division in DOJ, using the 
Claims Collection Litigation Report 
(CCLR). The referral should specify the 
reasons for VA’s recommendation. If, 
prior to referral to DOJ, VA deter-
mines that a debt is plainly erroneous 
or clearly without legal merit, VA may 
terminate collection activity regard-
less of the amount involved without 
obtaining DOJ concurrence. 

(Authority: 31 U.S.C. 3711; 38 U.S.C. 501) 

[69 FR 62199, Oct. 25, 2004, as amended at 75 
FR 53201, Aug. 31, 2010] 

§ 1.941 Suspension of collection activ-
ity. 

(a) VA may suspend collection activ-
ity on a debt when: 

(1) It cannot locate the debtor; 
(2) The debtor’s financial condition is 

expected to improve; or 
(3) The debtor has requested a waiver 

or review of the debt. 
(b) Based on the current financial 

condition of the debtor, VA may sus-
pend collection activity on a debt when 
the debtor’s future prospects justify re-
tention of the debt for periodic review 
and collection activity and: 

(1) The applicable statute of limita-
tions has not expired; or 

(2) Future collection can be effected 
by administrative offset, notwith-
standing the expiration of the applica-
ble statute of limitations for litigation 
of claims, and with due regard to the 
10-year limitation for administrative 
offset prescribed by 31 U.S.C. 3716(e)(1); 
or 

(3) The debtor agrees to pay interest 
on the amount of the debt on which 
collection will be suspended, and such 
suspension is likely to enhance the 
debtor’s ability to pay the full amount 
of the principal of the debt with inter-
est at a later date. 
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